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Fund Drawing and Stand-By Arrangements 


Guatemala 


The International Monetary Fund has entered into a 
stand-by arrangement under which the Government of 
Guatemala may draw up to $15 million over the next 
12 months in currencies held by the Fund. 

In June, the Guatemalan Government permitted a 
stand-by arrangement entered into with the Fund on 
June 7, 1960 (see this News Survey, Vol. XII, p. 381) 
to expire without drawing upon it. During the period 
of this arrangement, the Guatemalan Government 
effected a modest increase in its international reserve 
position. In the face of continued strains on the coun- 
try’s economy, which are associated in part with con- 
ditions for the export of coffee, the Government is 
pursuing credit and fiscal policies aimed at maintaining 
internal and external equilibrium. The Fund’s assistance 


IBRD Loan to Trinidad and Tobago 


The World Bank on August 16 made a loan equivalent 
to $23.5 million to the territory of Trinidad and Tobago 
for electric power development. The loan is for a 
term of 20 years and bears interest at the rate of 
5% per cent per annum, including the 1 per cent 
commission which is allocated to the Bank’s Special 
Reserve. Amortization will begin on January 15, 1966. 
The loan is guaranteed by the United Kingdom. 

Thirteen private financial institutions (including four 
Canadian banks and a Canadian insurance company, 
one bank in the United Kingdom, and four U.S. banks) 
are participating in the loan, without the World Bank’s 
guarantee, for a total amount of $14,810,000, repre- 
senting all of the first seven maturities and part of 
the eighth, which fall due between January 1966 and 
July 1969, and part of the maturities falling due between 
January 1975 and July 1981. 

The islands of Trinidad and Tobago constitute a 
British territory in the Caribbean. The territory has 
just been granted full internal self-government; it is a 
constituent part of the West Indies Federation, which 
is expected to become independent on May 31, 1962. 
The loan will help to finance the construction of a 
100,000-kilowatt thermal power plant at Port-of-Spain, 
the capital, the construction of a 41-mile natural gas 
pipeline to supply fuel for the plant, and the expansion 
of transmission and distribution facilities. The addi- 


will give support to this program and to the continued 
convertibility of the Guatemalan currency. 


Indonesia 


The Fund has agreed to a drawing equivalent to 
$41.25 million by. the Government of Indonesia, and 
has entered into a stand-by arrangement which author- 
izes additional drawings by Indonesia up to $41.25 mil- 
lion over the next 12 months. The initial drawing will 
be made up as follows: $25 million in U.S. dollars, 
$10 million in deutsche mark, and $6.25 million in 
Italian lire. 

The Indonesian Government drew $15 million from 
the Fund in 1954 and $55 million in 1956; it has 
fully repaid both of these drawings. 

Sources: International Monetary Fund, Press Releases, 
Washington, D.C., August 11, 1961. 


tional power should meet the territory’s requirements 
for several years, and the capacity of the pipeline should 
be sufficient to supply the power plants in the Port-of- 
Spain area for the next 20 years. The project to be 
built with assistance from the Bank will be operated 
by the Trinidad and Tobago Electricity Commission, 
now the sole public power authority in the territory. 
The total cost is estimated at the equivalent of 
$37.7 million; the Bank loan of $23.5 million will cover 
most of the foreign exchange requirements. 
Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
August 16, 1961. 


IFC Investment in Jamaica 

The International Finance Corporation (IFC) an- 
nounced on August 15 a commitment to invest 
US$224,000 in Jamaica Pre-Mix Ltd., of Kingston, 
to finance the expansion from 20,000 cubic yards to 
about 60,000 cubic yards a year of the production and 
delivery of ready-mixed concrete. In addition, the 
company is acquiring a plant to process its own sand 
and gravel. The total cost of the expansion is estimated 
at $250,000. The IFC’s investment is in unsecured 
dollar notes, bearing interest at 7 per cent payable in 
dollars and maturing between 1966 and 1971; the IFC 
will also receive additional interest in Jamaican pounds 
related to profits. 
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Jamaica Pre-Mix, the Caribbean island’s oniy pro- 
ducer of pre-mixed concrete, began operations in April 
1959, and has since been working at near capacity. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., August 15, 1961. 


Europe 


Civil Service Pay Freeze in United Kingdom 

The Chancellor of the Exchequer, the Rt. Hon. 
Selwyn Lloyd, has told the representatives of a million 
British Government employees that their members could 
not have pay increases beyond those to which the 
Treasury is already committed, for at least six months 
and possibly longer. Mr. Lloyd indicated that negoti- 
ations may proceed but any agreements reached would 
not be put into effect until circumstances permitted. 
Even then it may be decided to implement agreements 
by stages; there will be no retroactive payments. The 
Chancellor said that he intended to review this situ- 
ation early in 1962 


Source: The Times, London, 


1961 


England, August 11, 


Interest Rates in !reland 

Following the recent increase in the U.K. bank rate 
from 5 per cent to 7 per cent from July 25 (see this 
XIII, p. 235), the Central Bank 
of Ireland’s rediscount rate for exchequer bills was fixed 
at 61%, per cent, as from August 3; the rediscount 
rate, which is announced monthly, was previously 
425... per cent 


News Survey, Vol 


The Irish commercial banks announced 
increases in both lending and deposit rates: the deposit 
rate for sums of £25,000 and over was increased from 
22 per cent to 4 per cent, while for smaller sums the 
rate was raised from 1'2 per cent to 2% per cent. 
At the same time, the overdraft rate was increased from 
6% per cent to 7% percent. There were consequential 
changes in other bank lending rates 


Sources: The Financial Times, 
August 3 and 5, 1961. 


London, England, 


Sweden's Foreign Trade 


Sweden’s foreign trade in the first six months of 1961 
resulted in a deficit of SKr 565 million ($110 mil- 
lion), which is considerably less than the deficit of 
SKr 1,012 million for January-June last year. Exports 
increased by SKr 501 million, to SKr 6,850 million; 
the increase for imports was SKr 55 million 


Almost half of the increase in the value of exports 
was accounted for by machinery, although higher figures 
were also registered for cereals, timber, iron ore, paper 


and paperboard, and iron and steel. The value of pulp 


shipments was lower than a year ago. Exports of ships, 
in spite of high figures for May and June, were some- 
what smaller than in the first half of 1960. Car exports 
were more or less unchanged in value, although the 
number exported decreased from 36,009 to 29,303. 

The largest increase in imports was for engineering 
products; imports of foodstuffs, iron and steel, cars, 
and aircraft diminished. Steel imports were down in 
volume from 607,000 tons to 525,000 tons, and car 
imports from 67,942 to 63,355 units. 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, August 10, 1961. 


German Credit Measures 


On August 10, 1961, the Central Bank Council of 
the Deutsche Bundesbank reduced the minimum reserve 
requirements on domestic bank deposits by a further 
5 per cent of their October 1959 
News Survey, Vol. XIII, p. 219). The requirements 
for domestic sight and time deposits now stand at 
115 per cent of their October 1959 level, compared 
with 155 per cent at their peak at the beginning of 1961; 
for savings deposits, the reserve requirement is 110 per 
cent of the October 1959 level, compared with 150 per 
cent at the beginning of 1961. It is estimated that 
some DM 2.9 billion has been freed from the reserve 
requirements since the turn of the year, which is roughly 
equivalent to the increase in net short-term investments 
abroad by German banks during the same period. 
1961 the Bundesbank will charge 
¥4 per cent per annum on dollar swap transactions, i.e., 
the acquisition of short-term dollar assets by German 
banks for periods of one to three months. Hitherto, 


level (see this 


From August 11, 


such transactions could be made free of charge through 
the Bundesbank for periods of two weeks to six months 
(see this News Survey, Vol. XII, pp. 488, 541, and 589). 


Source: Die Welt, Hamburg, Germany, August 11, 
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Netherlands Capital Market 


Nine foreign bond issues involving a total amount of 
more than f. 350 million (US$100 million) 
recently been successfully placed on the Netherlands 
capital market. (The Netherlands Bank had ruled that 
the maximum amount of foreign bond issues denomi- 
nated in guilders which would be admitted to the 


have 


Netherlands capital market in the three months of May, 
June, and July would be f. 365 million.) On August 4, 
1961, the Netherlands Government offered a f. 300 mil- 


lion 4 per cent 25-year loan at 98%. The issue was 
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heavily oversubscribed, and of the total amount applied 
for only 2.68 per cent was allotted. 


Sources: De Twentsche Bank N.V., Weekbericht, Am- 
sterdam, Netherlands, July 14 and 28, 1961; 
Nieuwe Rotterdamse Courant, Rotterdam, 
Netherlands, August 5, 1961. 


Regulations for Netherlands Hire-Purchase Contracts 


With effect from August 3, the Netherlands Govern- 
ment has ordered an increase in the legally required 
downpayment on hire-purchase contracts. For passen- 
ger cars, downpayments of 35 per cent are required on 
units priced up to f. 6,000 ($1,670), of 40 per cent on 
those priced from f. 6,000 to f. 10,000, and of 50 per 
cent on those priced at f. 10,000 and higher. Previ- 
ously, the downpayment on all cars was 35 per cent. 
For bicycles, television and radio sets, record players, 
tape recorders, stoves, and household appliances other 
than vacuum cleaners, the downpayment has been in- 
creased from 20 per cent to 25 per cent. For vacuum 
cleaners, furniture, home furnishings, textiles, and cloth- 
ing the increase is from 15 per cent to 20 per cent. 
The maximum time period for a hire-purchase contract 
remains unchanged, i.e., 24 months for passenger cars, 
18 months for bicycles and most other consumer durable 
goods, and 12 months for household textiles and 
clothing. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 5, 1961. 


Investments in Belgium 


According to data published by the Ministry of 
Economic Affairs, investments in Belgium in 1960 
totaled BF 105 billion ($2.1 billion), an increase of 
7.3 per cent in current prices over 1959. 

As the expansion of economic activity was gaining 
momentum, the Government and local authorities re- 
duced their capital expenditures by 7 per cent. This 
decline was more than offset by the 10 per cent increase 
in private construction and business capital formation, 
from BF 78.0 billion to BF 86.0 billion. The expansion 
of total investment has continued in 1961. Expenditure 
commitments for public works, which started to rise 
again in the last quarter of 1960, increased by 32 per 
cent in the first five months of 1961, to BF 7 billion, 
compared with BF 5.2 billion in the same period 
of 1960. In the private sector, the number of building 
permits granted rose by 14 per cent, from 11,200 to 
12,800, between the first quarter of 1960 and the first 
quarter of 1961. Moreover, the enquiries which the 
National Bank makes periodically in a number of 
industries indicate an increase of 23 per cent in gross 
expenditure on fixed assets during the first half of 1961, 


compared with the average half-yearly figure of last 

year. The expansion of private investment in Belgium 

is attributed to the prospects offered by the progressive 
establishment of the Common Market, not only to 

Belgian businessmen but also to foreign firms who wish 

to take advantage of the geographical situation of Bel- 

gium and of its reserves of skilled labor and other 
productive resources. In 1960, foreign investment in 

Belgium totaled BF 3.3 billion, against BF 2.4 billion 

in 1959, a rise of 37 per cent. This figure represents 

20 per cent of total external investment in the European 

Economic Community area; U.S. companies accounted 

for BF 2.3 billion (70 per cent) of such investment 

in 1960. 

Business investment in Belgium was also encouraged 
by the fiscal and credit incentives introduced under 
five laws passed on July 15, 17, and 18, 1959... Under 
these laws, low interest rates or government guaranteed 
credits have been granted for BF 10.3 billion in 1960. 
However, the investments have tended to be concen- 
trated on traditional sectors, such as the metals indus- 
tries, and the changes in the structure of Belgian industry 
expected as a result of the application of the 1959 
laws have been fairly limited. 

Sources: Ministére des Affaires Economiques, Bulletin 
Mensuel, April 1961, Banque Nationale de 
Belgique, Bulletin d’Information et de Docu- 
mentation, May 1961, and Agence Eco- 
nomique et Financiére, July 28, 1961, Brussels, 
Belgium. 


French Foreign Exchange Reserves 

The gold and foreign exchange reserves of France, 
which had increased by $707 million during the 
first half of 1961 (see this News Survey, Vol. XIII, 
p. 236), increased by a further $188 million in July, 
and amounted to $2,965 million on July 31. This con- 
tinued improvement in the reserve position led the 
French Government to decide to repay in August, 
ahead of schedule, the whole of the outstanding foreign 
debts which France had contracted vis-a-vis other 
European countries, within the framework of the Euro- 
pean Payments Union, and which in July amounted 
to $303 million. 

After this reimbursement, the medium-term and 
short-term external debts of France will be completely 
amortized. The remaining external debt, all long-term, 
will amount to nearly $1,800 million, of which some 
$1,400 million is due to the United States, $140 million 
to Canada, and $220 million to the International Bank 
for Reconstruction and Development. 


Sources: Le Monde, Paris, France, August 9 and 10, 
1961. 
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Farm Policy in France 

Since the end of World War II, a considerable rise 
in farm productivity in France has led to a substantial 
increase in agricultural output, which in the last few 
years has exceeded domestic needs. To prevent a sharp 
drop in farm prices, and to facilitate agricultural exports, 
a new farm policy had to be devised. In recent months 
a number of decisions implementing this new policy 
have been taken. 

A law of July 1960 created a public agency to cen- 
tralize the Government's intervention in markets for 
agricultural products, other than cereals and sugar; the 
1961 budget had originally appropriated NF 500 mil- 
lion ($100 million) to this agency. This summer, the 
agency was reorganized and the budgetary appropri- 
ation was raised to NF 1,000 million. In 1962 the 
appropriation for the agency is to be further increased 
to NF 1,700 million. 

In July, the Government also decided to reduce the 
taxes on wine by NF 2.50 a hectoliter, thus reducing 
total tax receipts by NF 125 million over a full year; 
at the same time it increased by some 5 per cent the 
minimum price for wine. 

The Government also announced the support prices 
for cereals for the current crop. The support price for 
wheat was raised to NF 40.65 per quintal (1 quintal = 
100 kg.) from NF 40 per quintal in 1960; the support 
prices for barley and corn were lowered. Furthermore, 
the prices at which the government agency that has 
the monopoly for the marketing of cereals will in 1961 
sell corn and barley to cattle raisers were substantially 
lowered. In recent years, wheat producers received the 
support price for only a part of their crop, correspond- 
ing roughly to domestic needs, and the rest was sold 
abroad at the prices prevailing on international mar- 
kets; since June 1961, the system in force for wheat 
has been extended to corn and barley. As a result of 
these various measures, public expenditures for the 
support of cereals were increased to NF 410 million 
in 1961, and will be further increased to NF 655 million 
in 1962 

At the end of July, the Government authorized 
farmers to organize the marketing of agricultural prod- 
ucts; membership in organizations for this purpose 
would be voluntary, but the Government reserved the 
right to decide to make it compulsory for producers of 
a specific commodity in a given area. 

Le Monde, Paris, France, June 15, July 30-31, 
and August | and 4, 1961. 


Sources 


Middle East and Africa 
Middle East Petroleum Production 


According to an estimate by the Petroleum Informa- 
tion Bureau, 


London, petroleum production in the 


Middle East in the first half of 1961 totaled about 
127 million metric tons, an increase of about 9 per cent 
over the first half of 1960. Production in the first half 
of 1961 and percentage increases over the same period 
last year for the four major producers in the Middle 
East are as follows: Kuwait, 41.4 million metric tons 
(4.5 per cent); Saudi Arabia, 34.0 million tons 
(14.9 per cent); Iran, 28.5 million tons (16.2 per 
cent); and Iraq, 23.7 million tons (2.8 per cent). 
Production in the Middle East is at present approxi- 
mately the same as the rate for the whole world prior 
to the second World War. However, as the yield in 
other parts of the world has risen rapidly, current 
Middle East production represents only about 25 per 
cent of the world total. 
Source: Middle East Economic Digest, London, Eng- 
land, August 4, 1961. 


U.S. Aid to tran 


Since Iran’s new Government took office early in 
May, total U.S. aid received in the form of loans and 
grants has amounted to $62.6 million. The funds do not 
constitute new loans made to Iran during this period, 
but rather drawings on loans negotiated previously 
which had not been utilized or had been only partially 
utilized owing to conditions attached to the availability 
of the funds. The substantial drawings in recent months 
reflect a considerable modification of these conditions. 
Source: Keyhan International, Tehran, Iran, July 20, 

1961. 


Development Programs in Iran 

The completion of Iran’s second Seven-Year Devel- 
opment Plan, which runs until September 1962, will 
require $73 million more than is presently available. 
The total cost of the program is estimated at over 


US$1.29 billion (Rls 96.75 billion). The Iranian 
authorities are in the process of working out details of 
the third Development Plan, which is expected to 
cover a period of five and a half years beginning in 
September 1962. Preliminary estimates indicate that 
total development expenditures under this Plan, which 
is more comprehensive than the second Plan in that 
it includes the whole public sector, may amount to 
$2.5 billion. 

Sources: Keyhan International, Tehran, Iran, various 

issues, 1961. 


Israel's Economic Situation 


A review of the Bank of Israel’s report for 1960, 
published in the /srael Economist, stated that the prog- 
ress of the Israeli economy toward a more satisfactory 
balance of payments was somewhat slower than in 1959. 
The increase of 8 per cent (in real terms) in the gross 
national product did not quite balance the increases in 
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private and public consumption—8 per cent and 10 per 
cent, respectively. Investment rose by 4 per cent. 
Imports increased by $90 million, causing the current 
account deficit to increase appreciably, despite a rise of 
$65 million in exports. The price level increased by 
3-4 per cent. The average earnings of wage and salary 
earners rose by 54% per cent, and larger fringe benefits 
added a further | per cent to the wage bill. Moreover, 
the number of wage and salary earners increased by 
3¥%2 per cent. All these factors caused the economy’s 
total wage bill to rise by some 9% per cent—from 
[£1,540 million in 1959 to I£1,690 million in 1960. 
About one third of the increase in average earnings 
was due to the cost of living allowance increment paid 
as from mid-July 1960; the remaining two thirds 
resulted from upgradings, which were an especially 
important factor in the public services, where earnings 
rose relatively much more than in agriculture, industry, 
or construction. 

Despite a net immigration totaling some 17,500 per- 
sons and a natural population increase of 44,500, a 
considerable improvement occurred in the employment 
situation. The number of registered unemployed de- 
clined by 17.6 per cent, from 7,334 in 1959 to 6,043 
in 1960. At the same time, the number of persons 
employed on relief works declined from 18,061 to 
15,551. These figures refer to annual averages. By the 
end of 1960 the situation had further improved, leading 
to radical changes in the labor market in most parts of 
the country: there was no longer an excess of unskilled 
labor, and the supply of certain categories of skilled 
labor was getting short. 

This review led the /srael Economist to the following 
conclusions: (1) Progress toward Israel’s economic 
independence was retarded during 1960 by the fact 
that private and public consumption absorbed the en- 
tire increase in the gross national product, with the 
result that the level of savings did not rise. (2) The 
rise in the standard of living exceeded or at least 
balanced the 5 per cent increase in productivity, so 
that the latter could not significantly contribute to 
improving the competitiveness of the Israel economy. 
(3) The effect of rising living standards on imports 
was not confined to the 10 per cent increase in the 
import of goods for direct consumption. It also helped 
to cause an increase of $38 million in the import of 
raw materials for production not destined for export. 
(4) Monetary expansion proceeded at too fast a rate, 
viz., by over 21 per cent. The decisive factor was the 
expansion of bank credit to the public, which could 
have been restricted by administrative measures and 
legislation. As a result, additional demand was created 
which existing supplies of goods and services could 
not satisfy. This was an important cause of the increase 
in prices and encouraged additional imports. (5) Prog- 


ress in developing more advanced types of industrial 
production has been slow; this has been a factor keeping 
the added value of exports comparatively low. 
(6) Israeli agriculture is still hampered by its relatively 
high costs. This applies particularly to livestock prod- 
ucts and to certain kinds of fruit and industrial crops. 
As a result, the livestock producers are dependent 
almost entirely on the limited local market and often 
on government subsidies. Exports of livestock products 
(e.g., eggs) must be subsidized either directly or indi- 
rectly in the form of high prices for the same items in 
the local market. Even so, the profitability of agricul- 
ture has been declining. (7) In industry, the position 
is relatively much better. Wage costs per unit of output 
declined by 3 per cent, despite the higher wage level. 
Profitability has been increasing. The 2 per cent fall 
in export prices and the very slight rise in the prices 
of imported raw materials were more than compensated 
by the lower prices of local raw materials and a 10 per 
cent rise in export premiums. Industrial exports ex- 
panded from about $116 million in 1959 to over 
$146 million in 1960; most exporters received premi- 
ums bringing the effective exchange rate above the 
official rate of 1£1.80 — $1. (8) The country’s foreign 
exchange reserves improved further, chiefly because 
reparation and personal restitution payments from the 
Federal Republic of Germany and other capital move- 
ments were larger. Despite the increase of $25 million 
in the deficit on account of goods and services (the 
trade deficit rose by $36 million, but the balance on 
services account improved by $11 million), foreign 
exchange reserves rose by over $100 million, to about 
$270 million in 1960. 


The Bank Leumi le-Israel, in a similar survey, says 
that developments during the first half of 1961 suggest 
that the trends identified above are becoming stronger 
during the present year. Prices and wages are rising, 
and the deficit in the balance of payments also continues 
to rise. The Bank comments that after the election on 
August 15 the Government will have to decide urgently 
on a policy to combat the inflationary trends, raise the 
level of savings, and improve the balance of trade. 
The Israel Economist, Jerusalem, Israel, 
June 1961; Bank Leumi le-Israel B.M., Re- 
view of Economic Conditions in Israel, Tel- 
Aviv, Israel, July 1961. 


Sources: 


Somalia's Monetary System 


The Republic of Somalia, which became independent 
on July 1, 1960, consists of a Southern Region (the 
former Trust Territory of Italian Somalia) and a 
Northern Region (the former British Protectorate of 


Somaliland). As from June 26, 1961 British East 
African shillings ceased to be legal tender in the 
Northern Region, the new currency being the Somali 
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Shilling, which has been exchanged at the rate of 
one Somali shilling = one East African shilling = 
US$0.14. It would appear that there is still a consid- 
erable amount of British East African shilling currency 
in circulation. 

The previous import policy is being continued in the 
Northern Region, although there is likely to be a tight- 
ening up on the import of nonessential and luxury 
items. The exchange control regulations applicable to 
the Southern Region will eventually be extended, with 
slight modifications, to the whole of the Republic. 
The Republic has a substantial balance of payments 
deficit with the sterling area, which the grants-in-aid 
from the United Kingdom do not cover, and steps will 
have to be taken to close the gap. 

Source: National and Grindlays Bank Limited, Review, 
London, England, July 1961. 


Gold Production in South Africa 

Gold production in South Africa rose in May by 
60,529 fine ounces, to 1,927,477 fine ounces; valued 
at R 25.05 per fine ounce this output was worth some 
R 48.3 million, compared with R 47.8 million for 
the output in April. 

At the annual meeting of the Transvaal and Orange 
Free State Chamber of Mines, held on June 26, the 
President drew attention to the effects of reduced over- 
seas investment in South Africa and the intense demand 
existing for South Africa’s limited internally created 
capital; he suggested that, as a corollary of this, ore 
reserves could tend to be depleted faster than they 
could be replaced by opening new mining ground. The 
mining industry was already drawing largely from its 
own resources to finance development; last year some 
R 62 million, or nearly 25 per cent of total working 
profits, was appropriated for capital expenditure. 
Source: Barclays Bank D.C.O., Overseas 

London, England, July 1961. 


Economic Developments in Rhodesia and Nyasaland 

In 1960, merchandise exports of the Federation of 
Rhodesia and Nyasaland reached £206 million, the 
highest figure since the territory became a Federation 
in 1953. This was largely a result of the production of 
a record volume of copper, together with a higher 
average price than in 1959. Imports increased, but at 
a much lower rate than exports; the trade surplus of 
£56 million was the highest since 1953. Consequently, 
the current account deficit of £9 million was the lowest 
since then. On capital account there was an outflow 
of £7 million (including net errors and omissions), so 
that the external reserves of the banking system declined 
by £16 million, to £31 million. This movement was 
largely attributable to feelings of uncertainty about the 
constitutional future of the Federation. 

On the domestic front, gross national product in- 


Review, 
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creased by 5.7 per cent, to £539 million. This compared 
with an increase of 15.5 per cent in 1959, which was, 
however, achieved against a background of relative 
stagnation in 1957 and 1958. The mining sector ac- 
counted for almost half the increase in production 
in 1960 and for more than 22 per cent of total produc- 
tion. Dry weather conditions affected agricultural pro- 
duction, and despite a favorable tobacco crop the total 
value of agricultural production showed little change 
over 1959. Manufacturing production, although still 
small (it accounted for 10.3 per cent of the gross 
domestic production in 1960), increased by 8 per cent 
in 1960. It has been increasing at an annual average 
rate of 9 per cent since 1955. 

Current expenditure (private and government) and 
subsistence consumption increased by 9 per cent in 
1960, but gross investment expenditure fell by 6 per 
cent after remaining more or less unchanged in 1959. 
This reduction was entirely attributable to fixed invest- 
ment. For the three most productive sectors of the 
economy, namely agriculture, mining, and manufactur- 
ing, aggregate investment was, however, substantially 
higher in 1960 than in 1959. 

As a result of the movement of funds out of the 
country, a continuing strain was placed on internal 
liquidity. In order to offset this, the Bank of Rhodesia 
and Nyasaland reduced, in February 1960, the mini- 
mum reserves which the commercial banks are required 
to maintain with it, from 8 per cent to 6 per cent of 
their demand deposits. Later in the year, in order to 
restrain undue expansion of credit following the release 
of funds from the change in reserve ratios, the bank 
rate was increased from 4% per cent to 5 per cent. 
At the same time, the commercial banks increased 
their charges on fixed deposits and loan rates. 

For the commercial banks the most pronounced 
change was in their account with banks abroad; at the 
end of December 1960 the commercial banking system 
was overdrawn to the extent of £2.6 million, compared 
with balances of £5.4 million held abroad at the end 
of 1959. Credit extended to the private sector increased 
by £9 million, to £56.6 million, and demand deposits 
of the private sector declined by £4.6 million, to 
£55.4 million. 


Source: Ministry of Economic Affairs, Economic Re- 
port 1961, Salisbury, Federation of Rhodesia 


and Nyasaland, May 16, 1961. 


Far East and Australasia 
Economic Progress in Viel-Nam 


Economic activity in Viet-Nam continued to be 
high during the early part of 1961, following the growth 
achieved during 1960 (see this News Survey, Vol. XIII, 
p. 54). Compared with the first two months of 1960, 
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the value of exports increased by 10 per cent (owing 
to larger rubber shipments and an increase in the value 
of secondary exports), while that of imports rose by 
24 per cent. Rice exports also expanded in volume but 
their value wes lower as prices continued to sag. The 
Government has suspended the licensing of rice exports 
in order to maintain a security stock in Saigon and to 
stabilize domestic rice prices. 

Viet-Nam’s gold and foreign exchange reserves fell 
by US$10 million, to $213 million, between Decem- 
ber 1960 and May 1961. This decline reflects the use 
of Viet-Nam’s own exchange resources for financing 
imports. During the first quarter of 1961, Vietnamese- 
financed imports were licensed to a total of $20.2 mil- 
lion, compared with only $9 million in the correspond- 
ing period of 1960, while import licensing against 
International Cooperation Administration (ICA) funds 
totaled $24 million, compared with $35 million in the 
first quarter of 1960. 


In the first four months of 1961, 12 large industrial 
projects were authorized to import equipment, under 
ICA’s commercial import program, at the official rate 
of exchange of VN$35 = US$1; each project required 
imports costing more than $100,000. Local currency 
loans were also approved for some projects. 

Emphasis continued to be placed on enlarging the 
capacity of the textile industry. Construction of a 
government-owned paper mill, including some par- 
ticipation by Italian private capital, and of two bicycle 
tire and tube plants has been started; their output 
should meet most of Viet-Nam’s requirements of 
these products, which were previously imported. 


Other industrial projects which are expected to move 
ahead in the near future include three tea-processing 
plants, a synthetic fabrics weaving mill, an iron 
pipe foundry, and factories for asbestos cement sheet 
and storage batteries. Negotiations are continuing for 
the construction near Nhatrang of a petroleum refinery 
with a daily capacity of 3,285 tons. Also planned is 
the construction of a factory to turn out wall boards 
and prefabricated houses, an expansion of the capacity 
of the pharmaceutical industry, and the creation of 
canned and frozen food factories. 

Source: Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., July 31, 
1961. 


U.S. Private Invesiment in China (Taiwan) 


Two U.S. firms, Socony Mobil Oil Company and 
Allied Chemical Corporation, have signed a prelimi- 
nary agreement with the Chinese Petroleum Corpo- 
ration to invest in a US$22.5 million plant in northern 
Taiwan for the production of urea and ammonia from 
natural gas. The agreement calls for the formation 


e 


of a joint company under Chinese law, with the two 
American companies investing 35 per cent each and 
the Chinese Petroleum Corporation the remaining 30 
per cent. 

The proposed U.S. investment of over $15 million 
is the largest single foreign investment ever contem- 
plated in Taiwan. (See also this News Survey, Vol. XII, 
p. 506.) Officials of the two American companies 
attribute their investment interest partly to Taiwan’s 
1960 investment incentive statute, which accords liberal 
inducements to private capital. This, and the assistance 
received from the newly established Industrial Develop- 
ment and Investment Center of Taiwan, were important 
determinants in the decision to make the large investment. 


Source: Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., July 31, 
1961. 


Bank of Japan Purchases of Securities 


On August 1, 1961, the Bank of Japan decided to 
purchase, on or about August 12, ¥ 50 billion worth 
of government-guaranteed debentures from the com- 
mercial banks, on the condition that the banks would 
repurchase them by the end of November 1961. Ac- 
cording to the Bank of Japan, this measure is to be 
undertaken to offset somewhat the extremely large 
seasonal surplus on Treasury accounts which is ex- 
pected in August, because of large income tax reve- 
nues and receipts from sales of rice, and to avoid an 
unduly large increase in borrowings by banks from 
the Bank of Japan. The. operation should not be 
understood to mean any change in the present strin- 
gent monetary policy. 
Source: Nihon Keizai 

August |, 1961. 


Shimbun, Tokyo, Japan, 


Australian Wool Sales 


The Australian Bureau of Agricultural Economics 
expects the new season’s wool sales to open on Au- 
gust 28 at almost the level of the market in July, when 
prices were about 5 per cent below the peak reached 
in May but substantially above prices earlier in the 
season. If the July price were maintained for the full 
season, the average price for greasy wool would be 
about 55d. a pound, compared with 52d. in the last 
season. The Bureau says that among the important 
factors in assessing the strength of the market are the 
reductions that have occurred in wool stocks in the 
producing and manufacturing countries and the ex- 
pectation of continued heavy buying by Japan. Jap- 
anese purchases of Australian wool increased by over 
12 per cent in 1960-61, and the Japanese Government 
has forecast that imports of wool will continue to rise 
because of industrial expansion and the liberalization 
of raw wool imports in April 1961. 
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The Bureau said that wool production was expected 
to increase by about 1 per cent in 1961-62 in Aus- 
tralia, the U.S.S.R., and New Zealand. The situation 
was not clear in some consumer countries, but world 
consumption of wool was expected to rise sufficiently 
to absorb this slight increase without any appreciable 
additions to stocks; the new season would: begin with 
stocks of wool in producing countries reduced to the 
lowest levels on record. The Bureau forecast, however, 
that wool would face strong competition from syn- 
thetics in the next few years. 
The Financial Times, 
gust 12, 1961 


Source: London, England, Au- 


Western Hemisphere 


U.S. Investment Abroad 

U.S. companies plan to spend $4.5 billion this 
year for plant and equipment abroad, and expect to 
maintain the same rate of expenditure in 1962. The 
1961 amount exceeds last year’s total investment by 
over 20 per cent and approaches the earlier peak 
established in 1957, when outlays in the petroleum 
industry abroad were exceptionally large. 

More than a third of the total expenditure on plant 
and equipment in 1961 will be on installations located 
in Europe, compared with less than 20 per cent in 
1957. Of the increase in outlays between 1960 and 
1961, some 56 per cent is scheduled for this area, 
mostly in manufacturing and oil refining facilities. 
Outlays facilities in the United 
Kingdom are still the highest for any country in the 
European area, but expenditures in the Common 
Market countries are increasing. Investment in Canada 
is expected to be slightly lower than in 1960, largely 
After 
declining from 1957 to 1960, outlays in Latin America 
are expected to be almost one fourth higher in 1961, 
led by automobile companies. New record outlays are 
being established in other areas for 1961 and are 
projected for 1962. Of the $200 million increase 
in 1961 in investments outside Europe, Canada, 
and Latin America, oil production in North Africa 
and the Middle East will account for one half. Sub- 
stantial increases in mining projects in West Africa 
and Australia, and in manufacturing in Australia and 
India, are also expected 


for manufacturing 


owing to smaller outlays on mining facilities 


Source Press Release, 


August 8, 1961 


Department of Commerce, 
Washington, D. € 


New Cuban Currency 


The Government of Cuba decided recently to issue 
new currency notes to replace the existing peso bills, 
its purpose being to stop the illegal importation of the 
latter. Cubans were permitted to exchange up to $200 
of their old bills for new money; and were required to 


deposit any amount over $200 in a special account at 
the National Bank, from which it could be withdrawn 
in the new currency after August 14. All amounts in 
excess of $10,000 were, however, held to be in viola- 
tion of a law issued in May and are to be confiscated 
by the Government. 

The Wall Street Journal, New York, N. Y.., 
August 7 and 10, 1961. 
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